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OATH OR AFFIRMATION

Craig Stokarski______________________________________________________________ swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Nationwide Fund Distributors LLC _____________________________________________________________ as

____________________________________December_31 2009 _____ are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

None

COMMONWEALTH OF PENNSYLVANIA

Notafaj SeaL0
Member Pennsyavan

fg
Notary Public

This report contains check allapplicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possessionor Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

of

Signature

Financial and Operations Principal________
Title

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



KPMG LLP

1601 Market Street

Philadelphia PA 19103-2499

Nationwide Fund Distributors LLC

1000 Continental Drive Suite 400

King of Prussia PA 19406

hi accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Transitional Assessment Reconciliation

Form SIPC-7T to the Securities Investor Protection Corporation SIPC for the period from April 2009

to December 31 2009 which were agreed to by Nationwide Fund Distributors LLC and the Securities

and Exchange Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you

and the other specified parties in evaluating Nationwide Fund Distributors LLC compliance with the

applicable instructions of the Transitional Assessment Reconciliation Form SIPC-7T Nationwide Fund

Distributors LLCs management is responsible for Nationwide Fund Distributors LLC compliance with

those requirements This agreed-upon procedures engagement was conducted in accordance with

attestation standards established by the American Institute of Certified Public Accountants The sufficiency

of these procedures is solely the responsibility of those parties specified in this report Consequently we

make no representation regarding the sufficiency of the procedures described below either for the purpose

for which this report has been requested or for any other purpose The procedures we performed and our

findings are as follows

Compared the listed assessment payment in Form SIPC-7T with respective cash disbursement

record entry for the check copy noting no differences

Compared the Total Revenue amounts of the audited Form X-17A-5 for the year ended

December 31 2009 less revenues reported on the FOCUS reports for the period from January

2009 to March 31 2009 as applicable with the amounts reported in Form SIPC-7T for the period

from April 2009 to December 31 2009 noting no differences and

Compared any adjustments reported in Form SIPC-7T with supporting schedules and working

papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the related

schedules and working papers supporting the adjustments noting no differences

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

KPMG LLP U.S limited liability partnership is the U.S

member firm of KPMG International Swiss cooperative



This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

LEP

February 19 2010



General Assessment

filene
from page not less than $150 minimum

Less payment made wttfl SIC6 tiled including $150 paid with 2009 SIPC4 exclude interest

Date Paid

Less prior overpayment applied

Assessment balance due overpayment

Interest computed on iota payment see instruction lot days at 20% pet annum

Total assessment balance and interest due or overpayment carried torward

PAID WITH TillS FORM
Check enclosed payable to SIPC
Total ntist he same as above $150

Overpayment carried forward

The SIPC rrnLt-r mhtntttt this form irid h0

by whom alt-I recrcent thahyf.1ihOtj OI.t torr.t
Oa ntpeie

.UCCtstt

10 BE FiLED BY ALL SiPC MEMBERS WITH FISCAL YEAR ENDINGS

.ewquod Fianun Auhr
ty i93a Ac eaitun .Hch

yea ondu orSEC

042135 FINRA DEC

NATIONWIDE FUND DISTRIBUTORS LLC 1111
ATTN GORDON WRIGHT
1000 CONTINENTAL DR STE 400

KING OF PRUSSIA PA 19406-2850

Note it any toe utctmaoon shown on the maotnct label

reqOes ccrect pease mat any cot rectotta to

form@sipc.org and so ndicate on the form titOd

Nan dad oiptoao na of persott to contact

respecting tins form

Grdon Wriqnc

150

150

Subodiartes and predocessors included in this form give name arid 1934 Act registration number

Nationwide Fund Distributors LLC

bo1.u act 4tho.y ccg1ianceoffic ____
lOis lorm tad the c.Sd easattI oayniea .cd 30 dab offer the end of tha iiocat year etain the Working Copy of this formfor period of tot ies than years the arest years In an easdy 005essibte place

.Ct-

fe .twd



ii

AL3iET

December 09

Enr1to ceno

35685930

pqa fl crrecto1 wbh proxy soNctation

Nt pa from rtes io Yvestment acoouots

cimoParsups earned from Uanoactions cerPtomfdopo1 and

mm raaury b1r bar epa0000 arca Donor fhJ 11am ro OiS Or

D.o of prPp tomip and Oai ra ncrod curoor atPrr OOL
no coo aloe noo by omi 2Lm do

rmor mOO rti rv 000 thrIi

mnyo CJS tc 22 PAP
rE

aeortos

iHmi_ of OC.O

st1on aocoota

orrd adlorro

2c Dedocimoam

Revr ooa from the dmstbomro of shames of rcniotered coon Oli mnveammer oat
mryesamart truc from the fe of varmabfe anpuiimes from the do mess Vsurance mom ovestnent

ado sry services rendoad roistered investment companies an aamcas sepir

m0oLto ad tronm rarsamfoms in socumy ftors dr0000is

Peem.j ran acm nc.ddy Iransacfmns

mm amenr nho SC oshr mmml 00cm

35685930

00 ___

35685930

dam

150



I44L
KPMG LIP

1601 Market Street

Philadelphia PA 19103-2499

Board of Directors

Nationwide Fund Distributors LLC

Philadelphia Pennsylvania

In planning and performing our audit of the financial statements and supplemental schedules of Nationwide

Fund Distributors LLC the Company as of and for the year ended December 31 2009 in accordance

with auditing standards generally accepted in the United States of America we considered the Companys

internal control over financial reporting internal control as basis for designing our auditing procedures

for the purpose of expressing our opinion on the financial statements but not for the purpose of expressing

an opinion on the effectiveness of the Companys internal control Accordingly we do not express an

opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Conmission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we

considered relevant to the objectives stated in rule 17a-5g in making the periodic computations of

aggregate indebtedness and net capital under rule 17a-3a1 and for determining compliance with the

exemptive provisions of rule 15c3-3 Because the Company does not carry
securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with generally accepted accounting principles Rule 17a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

KPMG LL U.S limited liability partnership is the U.S

member firm of KPMG International Swiss cooperative
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control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements

on timely basis significant deficiency is deficiency or combination of deficiencies in internal

control over financial reporting that is less severe than material weakness yet important enough to merit

attention by those responsible for oversight of the companys financial reporting material weakness is

deficiency or combination of deficiencies in internal control over financial reporting such that there is

reasonable possibility that material misstatement of the companys annual or interim financial statements

will not be prevented or detected on timelybasis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures were

adequate at December 31 2009 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the SEC
and other regulatory agencies that rely on rule 17a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used by anyone

other than these specified parties

LL7

February 19 2010
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KPMG LLP

1601 Market Street

PhiIadephia PA 19103-2499

Independent Auditors Report

Nationwide Fund Distributors LLC

We have audited the accompanying statement of financial condition of Nationwide Fund Distributors LLC

the Company as of December 31 2009 and the related statements of operations changes in members

equity and cash flows for the year then ended that you are filing pursuant to Rule 7a-5 under the

Securities Exchange Act of 1934 These financial statements are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes consideration of

internal control over fmancial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys
internal control over financial reporting Accordingly we express no such opinion An audit also includes

examining on test basis evidence supporting the amounts and disclosures in the financial statements

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Nationwide Fund Distributors LLC as of December 31 2009 and the results of its

operations and its cash flows for the year then ended in conformity with U.S generally accepted

accounting principles

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in schedules through is presented for purposes of additional analysis

and is not required part of the basic financial statements but is supplementary information required by

Rule 7a-5 under the Securities Exchange Act of 1934 Such information has been subjected to the

auditing procedures applied in the audit of the basic financial statements and in our opinion is fairly stated

in all material respects in relation to the basic financial statements taken as whole

LrP

February 19 2010

KPMG LLt limited liability partrrorship is
the U.S

member firm of KPMG International Swios cooperative



NATIONWIDE FUND DISTRIBUTORS LLC

Statement of Financial Condition

December 31 2009

Assets

Cash and cash equivalents 17580827

Fee-related receivables 4462320
Deferred sales commissions net 504847

Prepaid assets 327727

Total assets 22875721

Liabilities and Members Equity

Liabilities

Fees payable to broker-dealers 4286224

Payable to affiliates 179623

Total liabilities 4465847

Members equity 18409874

Total liabilities and members equity 22875721

See accompanying notes to financial statements



NATIONWIDE FUND DISTRIBUTORS LLC

Statement of Operations

Year ended December 31 2009

Revenues 44805533

Expenses

Sales commissions to broker-dealers 42404233
Amortization of deferred sales commissions 1661693

Operating expenses allocated from affiliates 1306094
Licenses and fees 31168
Other operating expenses 69996

Total expenses 45473184

Net loss 667651

See accompanying notes to financial statements



NATIONWIDE FUND DISTRIBUTORS LLC

Statement of Changes in Members Equity

Year ended December 31 2009

Balance December 31 2008 19077525

Net loss 667651

Balance December 31 2009 18409874

See accompanying notes to financial statements



NATIONWIDE FUND DISTRIBUTORS LLC

Statement of Cash Flows

Year ended December 31 2009

Cash flows from operating activities

Net loss 667651
Adjustments to reconcile net loss to net cash provided by operating activities

Amortization of deferred sales commissions 1661693

Changes in assets and liabilities

Increase in fee-related receivables 1214971
Decrease in receivable from affiliates 570

Increase in deferred sales commissions net 233914
Increase in prepaid assets 302855
Increase in fees payable to broker-dealers 1091745
Decrease in accounts payable and other accrued expenses 188527
Increase in payable to affiliates 104391

Net cash provided by operating activities 250481

Cash and cash equivalents at beginning of year 17330346

Cash and cash equivalents at end of year 17580827

See accompanying notes to financial statements



NATIONWIDE FUND DISTRIBUTORS LLC

Notes to Financial Statements

December 31 2009

Organization

Nationwide Fund Distributors LLC the Company is organized under the laws of the State of Delaware as

limited liability company and is wholly owned subsidiary of NFS Distributors Inc the Parent and an

indirect wholly owned subsidiary of Nationwide Financial Services Inc NF majority-owned

subsidiary of Nationwide Mutual Insurance Company NMIC The Company is registered broker-dealer

under the Securities Exchange Act of 1934 and is also member of the Financial Industry Regulation

Authority Inc F1NRA and the Securities Investor Protection Corporation Additionally the Company is

currently registered to conduct business in all 50 states of the United States of America as well as the

District of Columbia and Puerto Rico Conforming to and complying with the Investment Company Act of

1940 the Company is the principal underwriter providing distribution services to the Nationwide Family of

Mutual Funds the Funds which comprises 92 mutual funds with approximately $31.8 billion in net assets

under management as of December 31 2009 The Company also provides access to DTC/NSCC settlement

services for non-U.S fund products and acts as U.S placement agent for private pooled investment

vehicles i.e private placements sponsored by an affiliate These settlement services and placement agent

activities represent de minimus portion of the Companys business

Summary of Significant Accounting Policies

Basis of Presentation

The preparation of financial statements in conformity with U.S generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported amounts

of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial

statements and the reported amounts of revenues and expenses during the reporting period in the

financial statements and accompanying notes Actual results could differ from those estimates

ii Cash and Cash Equivalents

Cash and cash equivalents consist of cash and short-term highly liquid investments with original

maturities of three months or less Cash and cash equivalents are generally held at major financial

institutions and in open-end money market funds registered under the Investment Company Act of

1940 40 Act Cash equivalents are carried at fair value and consist of $15000331 held in an

open-end money market fund at December 31 2009

Deft rred Sales Commissions

The Company defers certain costs principally sales commissions that are paid to other securities

brokers in connection with the sale of certain shares of the Funds The Company recovers such costs

through 12b-1 distribution fees which are paid by the Funds and Contingent Deferred Sales

Charge CDSC paid by shareholders of the Funds who redeem their shares prior to the completion

of the required holding period These costs are amortized using either the straight-line method over

period not to exceed the CDSC required holding period or using an alternate method based on

separate agreement with Aberdeen Asset Management Inc Aberdeen see below Costs related to

shares were fully amortized during 2009 as this Class is closed to new shareholders and the

Company intends to convert all shares to other share classes The 2b-1 distribution fees are

included in sales charges in the statement of operations CDSC fees of $380721 for the year ended

December 31 2009 related to unamortized sales commissions were recorded as reduction of the

Continued



NATIONWIDE FUND DISTRIBUTORS LLC

Notes to Financial Statements

December 31 2009

asset Amortization of deferred sales commissions was $1661693 for the year ended December 31

2009 and is included in the accompanying statement of operations

On June 22 2008 26 of the Funds were sold to Aberdeen Based on the terms of the transaction

Aberdeen continues to pay the Company 12b-l and CDSC fees on these funds for 30 and 12 months

for and shares respectively related to the remaining amount of deferred sales commissions on

these funds The remaining share costs for these funds are amortized using the straight-line method

over the 30-month period per the sale agreement The share costs were fully amortized in 2009 per

the sale agreement

Fees Payable to External Broker-Dealers

The Company serves as the distributor of the Funds In this capacity the Company has entered into

selling agreements with several broker-dealers through which the Funds are distributed As

compensation to these broker-dealers the Company pays portion of the sales charges and 12b-1

fees collected from the Funds retaining portion of the fees known as underwriter fees As of

December 31 2009 the Company owed $4286224 to broker-dealers for services rendered The

gross fees received are reflected as revenues and other than those deferred the amounts paid to

broker-dealers are recorded as sales commissions to broker-dealers in the statement of operations

Revenue Recognition

Revenues are based on the contractual agreements with the Funds and computed as percentage of

managed assets for distribution fees and percentage of gross sales for sales charges Revenue is

recognized as earned

Payments toiReceipts from Affiliates

The Company and an affiliate Nationwide Financial Advisors NFA have entered into

management agreement by which NFA provides certain operations and administrative services to the

Company These services include facilities marketing finance/accounting legal compliance and

general corporate oversight Costs related to the management agreement were $1306094 which

include allocated expenses of $571933 for compensation and benefits for the year ended

December 31 2009 and are recorded as operating expenses allocated from affiliates in the

accompanying statement of operations

Certain expenses of the Company are paid by other affiliates which are reimbursed by the Company
while certain expenses are paid by the Company on behalf of affiliates which are later reimbursed to

the Company As of December 31 2009 the amount owed by the Company to affiliates was

$179623

For the year ended December 31 2009 the Company recorded expenses totaling $36711497 for

services rendered from affiliated broker-dealers which amount is included in sales commissions to

broker-dealers in the accompanying statement of operations At December 31 2009 the Company
owed $3795550 to those affiliated broker-dealers

Continued



NATIONWIDE FUND DISTRIBUTORS LLC

Notes to Financial Statements

December 31 2009

Income Taxes

The Company is single-member limited liability company and as such is disregarded for federal

income tax purposes All of the Companys taxable income and expense are included in the income

and expense of its single-member parent The federal tax benefit for the year ended December 31
2009 would have been $233084 if the Company was not disregarded entity

Ii Subsequent Events

The Company has evaluated the need for disclosures and/or adjustments resulting from subsequent

events through February 19 2010 the date the financial statements were available to be issued This

evaluation did not result in any subsequent events that necessitated disclosures and/or adjustments

Net Capital

The Company as registered broker-dealer in securities is subject to the Securities Exchange

Commission Uniform Net Capital Rule Rule 5c3-1 The rule requires the maintenance of minimumnet

capital and requires that the ratio of aggregate indebtedness to net capital shall not exceed 15 to as

those terms are defined in Rule 5c3- As of December 31 2009 the Company had ratio of aggregate

indebtedness to net capital of 0.35 to with minimum net capital requirement of $297723 aggregate

indebtedness of $4465847 and net capital of $12709060



Schedule

NATIONWIDE FUND DISTRIBUTORS LLC

Computation of Net Capital under Rule 5c3-1

December 31 2009

Net capital

Total members equity from statement of financial condition 18409874
Deductions and/or charges

Nonallowable assets

Fee-related receivables without corresponding payable to broker-dealers 4453480
Deferred sales commissions net 504847
Prepaid assets 327727

Fidelity bond deductible in excess of provision allowable by guidelines 114753

Net capital before haircuts on securities 13009067

Haircuts on securities

Other securities 300007

Net capital 12709060

Aggregate indebtedness

Fees payable to external broker-dealers 4286224

Payable to affiliates 179623

Total aggregate indebtedness 4465847

Companys minimumnet capital requirement greater of $25000 or 1/15th of

aggregate indebtedness 297723

Excess net capital 12411337

Ratio of aggregate indebtedness to net capital 0.35%

There were no material differences between the Companys computation of net capital

as reflected on Form X-1 7A-5 Part hA and the above computation

See accompanying independent auditors report



Schedule

NATIONWIDE FUND DISTRIBUTORS LLC

Determination of Reserve Requirement under Rule 5c3-3

December 31 2009

The Company has elected the exemption under Rule 5c3-3k2i of the Securities and Exchange

Commission which requires that the Company maintain special account for the exclusive benefit of

customers As of December 31 2009 the Company held no customer funds and had no required deposit

See accompanying independent auditors report
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Schedule

NATIONWIDE FUND DISTRIBUTORS LLC

Information for Possession or Control Requirements under Rule 5c3-3

December 31 2009

Number
Fair value of items

Customers fuiiy paid securities and excess-margin securities not in

the respondents possession or control as of December 31 2009
for which instructions to reduce to possession or control action

was issued as of December 31 2009 and for which the required

action was not taken within the time frames specified under

Rule 15c3-3

Customers fully paid securities and excess-margin securities for

which instructions to reduce to possession or control had not

been issued as of December 31 2009 excluding items arising

from temporary lags which result from normal business

operations as permitted under Rule 15c3-3

See accompanying independent auditors report
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